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‘non supplemental record made at reopened hearings held pursuaut to the pro 
visions of paragraph (bl) of section 208, tite 11, U. S. Code, and section 77, 
ef the Bankruptcy Act, as amended, plan of reorganization for the 
Missouri Pacific Railroad Company, and others, debtors, modified and 


ey 
approved. 


Appearances as in prior reports and, in addition, Arthur Arsham, 
igeold Brown, Walter H. Brown, Jr.. Carl B. Callaway, Allan F. 
& ll, Joseph A. Doyle, Felix A. Fishman, Edward L. Friedman, 
‘manuel Gruss, Edward J. Hickey, Jr., John P. Humes, Perciwal 
&. Jackson, Jerome M. Kirshbaum, Ferdinand I. Kolvoord, Alan 8. 
Kuller, Frederick M. Mye rs,/dr Vdon S. Olson, William P. Palmer, 
Navid M. Potts, Thomas J. She 1,7 7., John Ben Shepperd, Alfonso 
k. Sulanas, Henry I. Stimson, Alfred B. Teton, Jay W. Tracey, Jr., 


snd Lyonel BE. Zungz. 


Sevento SupplreEMENTAL Report oF THE CoMMISSION 


isy tHe Com rIssIon : 

Exceptions were filed to the report proposed by members of the 
tail of our Bureau of Finance. Thereafter, the bankruptcy trustee, 
acting pursuant to authorization and direction of the United States 
listrict court of jurisdiction in these proceedings, filed with us a peti- 
ton accompanied by a stipulation and agreement, executed by a ma- 
! ya of the purties in interest, embracing certain modifications of the 
oe. recommendations, which, if adopted, would he ac- 
ble to the parties signatory to the stipulation and agreentent as 
agreed system plan. Qur conclusions differ somewhat from those 
tained in the proposed report. 

Request for oral argument on exceptions was made by the inde- 
endent directors of the Missouri Pacific Railroad Company, debtor. 
lar requests made by the Alleghany Corporation, owner of ap- 
xiunately 45 percent of Missouri Pacific common steck, and Oscar 

' & Son, holders of International-Great Northern Railroad Com- 
‘) adjustment-mortgage bonds, were later withdrawn, with the res 


revious revorts see 239 I. C. C. 7; 240 1. C. C. 15; 257 I. C. C. 479 and 745; 
and 203 ; and 2821. C. C. 629. 
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date, on 30 days’ notice, at their principal amount plus all interest then 
due and payable thereon. 

(b) New equity issues.—In lieu of the issue of a $100 par-value 
preferred stock and 1 class (A) of no-par-value common stock (exclu- 
sive of possible issue of a class B stock upon exercise of warrants issua- 
ble to old common-stock holders) recommended in the proposed report, 
the stock of the reorganized company would consist of 2 classes of 
common stock, designated A and B, both of which would be without 
par value and would have full voting rights. Each share of class A 
stock would have a stated value of $100, and each share of class B stock 
would have a stated value of either $100 or $50, to be determined by 
the Commission. 

(c) Class A common stock.—Dividends on this class of nev; common 
stock would be limited to either $5 or $4 per share in a calendar year, 
as the Commission shall determine, irrespective of what amounts may 
have been paid on class B common stock. Dividends on class A stock 
would be noncumulative, and none would be paid in the form of stock 
or notes or in any form other than cash or its equivalent. Clauss A stock 
would be onconvertible, and in the event of dissolution, winding up, 
or liquidation of the company, the holders of this class of stock would 
be entitied to receive out of the assets of the company $100 per share 
before a distribution is made to holders of class B stock, who thereafter 
would be entitled to any further distribi.cions out of the assets of the 
company, Without further participation by holders of class A stocix. 

The total stated value of class A common stock, $201,£24,761, recom- 
mended in the proposed repori, would be reduced to $191,755,818 in 
order to (a) eliminate the amount of $3,561,339 which was thereunder 
allocated to the Missouri Pacific secured serial bonds and $293,639 allo- 
cated to the New Orleans publicly held stock and (2) take account 


of the reduction of $6,213,465 in the allotment to Internationa] adjust- 


ment mortgage bonds as set forth in paragraph (g) hereof. 

(d) Class B common stock.—This cless of new common stock, har- 
ing a total stated value of $4,065,717, would be issued only to holders 
of Missouri Pacific common stock on a basis of 1 share of new, of a- 
stated value of $100 per share, for each 20 shares of old stock, or, in” 
the alternative, in the discretion of the Commission, 1 share of newy. 
of 2 stated value of $50 per share, for each 10 shares of old stocis. . 

No dividends could be declared on class B common stock in any” 
calendar year unless, during that year, dividends of $5 or $4 (which-_ 
ever is prescribed by the Commission) have been paid or set apart for 
payment on the class A common stock; but there would be no other re- 
striction on amount of dividends which may be declared and paid oa 
the class B stock. 
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plan, the new 

class A stock would be noncumulative and nonconvertible and divi- 
dends would be limited to $4 or $5 per year.as we may decide, with- 
out fur ther participation in earnings. herein have concluded in 
ion of the treatment of the old preferred-stock holders 

lend rate of $5 was ne Lr) mpensate them for their 


» elimination 


rreed plat : fest ther would 
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- of any other class, or of pi rt} 
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without the consent of 


ers in years of low earnings and a resultins 
stock. Such a type of voting security, they ass 
the selection of the best, or a stable managemen 
that the holders of the new first-mortgage | 
interested in a stable and capable management. 
nates of earnings upon which the examiners ased their recormmen- 
dations, we do not attach material significance to this criticism. We 
believe it i l¢ organize the debtors in a manner equitable 
to all classes ak security “hol ders under a plan which woulda assure 
the new stockholders of a return in every year. This o jection to the 
agreed plan is not sustained. 

In accordance with our hereinbefore-stated { 
ae the , Los ) pk in provision for class A 


rnnual dividends would 


hout etlied aoe ipation in earnings in the same year. 
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Sued until the exercise of warrants, under prescribed conditions, by 
the old:common-stock holders of Missouri Pacific. “Under the agreed 
plan there-would be 40,657.17 shares of no-par-value class B stock of = 
r'$700:stated value, or, in our discretion, $1,314.34 shares of a stated. 


alue of.$50 per share, all to be issued to the Missouri Pacific common=*: 
r.->-stock,holders on the basis of 1 share for 20 old shares, or if $50 stock= 
¥-*< 4s issned, 1 share for each 10 shares of the old stock.. There would be ~ = 
37 no other limitation upon the dividends which might be declared and ~ = 
= paid on this stock. 
Under the agreed plan, the earnings per share of class B stock ina‘ 
year when earnings available for interest and Federal income taxes 
are $57.5 million, would be, with income tax at 45 percent, $214 before 
all funds; nothing after all funds when the capital fund is increased «. 
to $11 million, and $31.97 when the ordinary capital fund is applicable. = 
The last two figures reflect the deduction of the three-fourths of 1 per-. = 
cent sinking-fund payments. ‘ 
The Missouri Pacific common-stock holders’ committee alludes to 
the large per share earnings on this stock and contends that, because 
of the reduction in number of shares outstanding, the public market 
will be destroyed and holders will be able only to sell their scrip and 
odd lots wherever they can find a buyer. It foresees a public distribu-.es, 
tion of less than 22,000 shares since it says that 19,600 shares will go to-- 
oes a single holder.” It points out that the plan would vest the equity in. 
Cacee a class of stock having only 2 percent of the voting power, while con-.. 
gaa trol of the property will be in the hands of the other 98 percent. To: 
van protect the public-holders of the class B stock, the committee requests 
ea recognition of them as a separate class, by the issue to them of new 
stock on a sharesfor-share basis... The circumstances recited by the; 
~gommittee do not;in Gur opinion, justify. the recognition of the publie®? 
holders-of: the: new*cl»ss: B stock as.a separate class of securityeg) 
* holders. --Some-relief v ould be accorded them by approval of thet 
issue of the larger number of shares of $50 stated value stock, but the > 
doubling of the voting power that would result, we believe, would be 
inequitable. The agreed plarrprovides 1 vote for each share of class B. 
stock, Re : ay 
We conclude that we should approve modification of the class B: 
stock provided for in the 1949*plan to conform to the agreed plans4 
using $100 stated value stock and distributing to the old Missouri: .. 
Pacific common-stock holders 1 share of new class B stock for each 20 
shares of old stock. We find that.such treatment would be fair and 


equitable. 


® On the basis of the record before us, Alleghany Corporation would receive 1 share for 
each 20 shares of its holdings of 396,000 shares, or 19,800 shares. 
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— 


5 of subsection (e) of section vz of the Bankruptcy Act, as 


provision e, 
amended, and of section 208 (b). Z 

We conclude and find that, upon the re cord previously 
proceeding and as supplemented by further hearings he 


ly made in this 


ld pursuant 
to the provisions of section 208, the 1949 plan of reorganization should 
be modified in accordance with the findings and conclusions set forth 
in this report, and that as thus modified the plan will be fair and 
equitable and in the public interest and compatible with the provisions 
of section 208, title 11, U. S. Coue, and of section 77 of the Bank- 
ruptey Act. The plan so modified is hereby approved and will be 
certified to the United States District Court for its approval. 

all requested findings and proposed modifications of the 1949 plan 
not specifically discussed in this report, or upon which no finding is 
made herein, have been duly considered, and they are found not justi- 
fied to the extent that they are not incorporated in this report and in z 
the modifications of the plan as herein approved. 


An appropriate supplemental order will be issued. 


Manarrie, Commissioner, coneurring 

These properties have been in trusteeship for many ye 
work has been done and much expense has been incurred as a result of 
that fact which would not have had to ja done or incurred in private . 
management. A plan which appears to have the approval of most of 
those interested is now presented. This plan has been worked out and 
is urged in the hope that it can be made effective promptly. It greatly 
increases debt over the figures of the prior plan or of that proposed by 
the examiners. For enduring financial health a very much larger pro- 
portion of the value of the property represented by the securities issued 
than will be the case here must be held by owners with a right to vote, « 

r how little of what ordinarily’ 
Under this plan = 
the debt represented by the d 
name. Its creation, however, leaves little of value in the propert, 
to be represented by the controlling stock. This is not sound. But it 
is a direct result of what appears to be the national policy to put a. 
premium on debt as against an equity interest in such properties. And 
that policy naturally makes for unsound capital structures. In this 
case the prospective saving to the company at the expense of the United 
States Treasury is enormous. 

Another serious defect is the proposed “B” stock. This is intended 
to give recognition to the old common. That common has, at most 
only a nuisance value if the claims prior to it are to be fully met. It is 
proposed to award to it only a small umount in a tual per value but 
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jake it the residuary beneficiary of any future prosperity the prop- 
erty may enjoy. The prior class “A” stock is limited as to dividends 


and isnoncumvlative. It will be largely of a speculative character for 
Bely 


Consequently, its relation to the “A” stock and to the debentures and 
income bonds which precede it is reasonably sure to cause trouble. 

In view of these facts the problem we must face is whether the pub- 
lic interest in the reorganization of these properties and their return 
to private operation without prolonged further delay and expense out- 
weighs the obvious defects of this agreed plan. On the whole I think 
it does. Accordingly, although with grave misgivings, I concur in 
the result. 


Comrmisstoners Freas and Tuccrx concur in the result. 


Co3rMIsSIONER ARPAIA Was necessaril sent but if he had been 
esent he would have voted for the adoption of the report. 


Commissioner WINCHELL did not participate in the disposition of 
this proceeding. 
290 1.0.0. 


Gnterstate Commerce Commission 
Washington, B.€. 20423 


I, ROBERT L. OSWALD, Secretary of the INTERSTATE 
COMMERCE COMMISSION, do hereby certify that the attached is a 
true copy of the Report Of The Commission, decided January 27, 
1970, in Docket No. MC-F-10444, Alleghany Corporation-Control 
ey And Purchase-Jones Motor Co., Inc.-And Control Erie Trucking 


Company, the original of which is now on file and of record in 


the office of said Commission. 


witha ; 

Pik vey IN WITNESS WHEREOF I have 

EIEN ae hereunto set my hand and 
i ea affixed the Seal of said 

Commission this 23rd day 


of September, A. D. 1975. 


COMMERCE COMMISSION 


SECRETARY OF THE INTERSTATE 


ALLEGHANY COR PORATION—CONTROL AND PURCHASE 


No. MC-F-10444! 


ALLEGHANY CORPORATION—CONTROL AND PURCHASE- 
JONES MOTOR CO., INC.-AND CONTROL ERIE TRUCKING 
COMPANY 


1. In No. MC-F-10444, acquisitior by Alleghany Corporation of control 
of Jones Motor Company, Inc., and its motor carrier subsidiary. 
Frie Trucking Comy iny, through purchase of ipita tock 
ca Motor Company, Inc.; and merger of a wholl wned sul 
echany rporation into J s Mot Mm par IC «5 


Jones Motor Company, Inc., into 


Ip, Management, and operation; 


Allan P. Kirby, Jr., indi 


nald and 4. Lauck Walton for applicants. 
1. Gould and Warren /. Cohn for Bureau of Enforcement. 


REPORT OF THE COMMISSION 


HARDIN, Commissioner: 

Alleghany Corporation, a holding company with total assets in 
excess Of $200 million, is at present subject to dual regulation 
under the Investment Company Act and the Interstate Commerce 
Act (act). It seeks, by a series of transactions hereinafter dis- 
cussed, to become a motor common carrier subjectto the plenary 
jurisdiction of the Interstate Commerce Commission under part 

'This report also embraces Finance Docket No. 25686, Jones Motor Co,, Ine., 
Stock; Finance Docket No, 18656, Louisville & Je ffersonville Gridge and Railroad 


Company, Merger, Etc.; andNo. MC-FC-70907, Alleghany Corporation, Trans- 
feree, Jones Motor Company, Inc., T ransferor, 
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railroads and a shift of this great wealth and manage rial experi- 
ence to the motor carrier industry, no party, government agency 
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feveloping the C 

14, 1968, in 
rsonville Bridge and Railroad Company, 

leghany), 
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sble to the New York Central Railroad Company 4 


carrier 

By an application filed ¢ be , 19% in No. MC-FC-70907, 

under section 212(b) of the act, Alleghany and Jones Motor Com- 

Inc. (Jones), yring City, Pa., acommon carrier by mot or 
vehicle subject : f the Interstate Commerce Act, seek 
authority for the transfer of the operating rights of the latter to 
the former. 

By a second application filed April 9, 1969, as amended, in No. 
MC-F-10444, Alleghany seeks authority under section 5 of the 
Interstate Commerce Act to acquire control of Jones and its sub- 
sidiary Erie Trucking Company (Erie), also of Spring City, through 
the purchase of tne capital stock of Jones. Alleghany also seeks 
to merge a wholly owned subsidiary ol itself into Jones and sub- 

quently the operating rights and properties of Jones into Alle- 

any for ownership, management, and operation, By the same 

application, Fred M. Xirby, also of New York, and Allan P. Kirby, 

Jr., of Morristown, N. J., individually and as coguardians of the 

perty of Allan} Kirby, an incompetent, seek authority under 

ion 5 of the act to acquire control of the operating rights and 
erty through the transaction. 

y a separate application filed May 15, 1969, in Finance Docket 

25086, as a matter directly related to the above proceedings 
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Mass., Providence, R. I., New York, N, Y., Philadelphia, Pa., and 
Baltimore, Md., on the east, via such principal intermediate points 
as Detroit, Mich., Toledo, Akron, and Cleveland, Ohio, Pittsburgh, 
Harrisburg, and Allentown, Pa., Trenton and Jersey City, N. J., 
Hartford, Conn., and Worcester, Mass.; and between Harrisburg 
and Baltimore and Bristol, Va., and Charlotte, N.C., via Harris- 
burg, Lynchburg, and Martinsville, Va., and High Point, N, C. 

Erie, as described in the application, under acertificate issued 
in No. MC-23135 is authorized to operate, ininterstate or foreign 
commerce, asa motor common carrier (1) of general commodities, 
with exceptions, over regular routes, between Buffalo, N, Y., and 
Erie, Pa., and between Erie and New York, N, Y., serving the in- 
termediate point of Kane, Pa., and various off-route points; and 
(2) over irregular routes, of general commodities, between Erie, 
on the one hand, and, on the other, points in New York and in 
Pennsylvania within 80 miles of Erie, excluding Buffalo and Brad- 
ford, Pa., and between Kane, on the one hand, and, on the other, 
points in Pennsylvania within 80 miles of Erie, excluding the same 
two Pennsylvania points. 

By an order datedNove’n "zr 17, 1969, inNo, MC-F- 10553, Jones 
Motor Co., Inc.—Merger—Erie Trucking Company and No. MC- 
4963 (Sub-No. 32), Jones Motor Co., Inc., Review Board No, 5 au- 
thorized the merger of the operating rights and property of Erie 
into Jones for ownership, management, and operation, and the ac- 
quisition by Marine Midland Grace Trust Company (Marine Mid- 
land), of New York, as voting trustee, of control of the operating 
rights and property through the transaction, By the same order 
certain irregular-route authority of Erie is to be converted to 
regular-route authority. The transaction has not been consum- 
mated. 

Pursuant to authority granted under section 5(2) of the act on 
October 6, 1969, in No. MC-F-10328, Jones Motor Co., Inc.— 
Control and Merger—Mitchell’s Express, Review Board No. 5 au- 
thorized acquisition by Jones of control of Mitchell’s Express 
(Mitchell), of Portsmouth, N.H., merger of the operating rights 
and property of the latter into the former for ownership, manage- 
ment, and operation, anu acquisition by Marine Midlandof control 
of the operating rights and property through the transaction. 
Mitchell operates under a certificate issued in No. MC-16020, in 
interstate or foreign commerce as a motor common carrier of 
general commodi-ies, with exceptions, over regular routes, be- 
tween Boston, and Ogunquit, Maine, serving intermediate and 
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Mass., Providence, R, I., New York, N, Y., Philadelphia, Pa., and 
Baltimore, Md., on the east, via such principal intermediate points 
as Detroit, Mich., Toledo, Akron, and Cleveland, Chio, Pittsburgh, 
Harrisburg, and Allentown, Pa., Trenton and Jersey City, N. J., 
Hartford, Conn., and Worcester, Mass.; and between Harrisburg 
and Baltimore and Bristol, Va., and Charlotte, N.C., via Harris- 
burg, Lynchburg, and Martinsville, Va., and High Point, N, C. 

Erie, as described in the application, under acertificate issued 
in No. MC-23135 is authorized to operate, ininterstate or foreign 
commerce, asa motor commoncarrier (1) of general commodities, 
with exceptions, over regular routes, between Buffalo, N. Y,, and 
Erie, Pa., and between Erie and New York, N. Y., serving the in- 
termediate point of Kane, Pa., and various off-route points; and 
(2) over irregular routes, of general commodities, between Erie, 
on the one hand, and, on the other, points in New York and in 
Pennsylvania within 80 miles of Erie, excluding Buffaloand Brad- 
ford, Pa., and between Kane, on the one hand, and, on the other, 
points in Pennsylvania within 80 miles of Erie, excluding the same 
two Pennsylvania points, 

an order datedNovember 17, 1969, inNo. MC-F-10553, Jones 
Motor Co., Inc.—Merger—Erie Trucking Company and No. MC- 
4°63 (Sub-No. 32), Jones Motor Co., Inc., Review Board No. 5 au- 
thorized the merger of the operating rights and property of Erie 
into Jones for ownership, management, anc operation, andthe ac- 
quisition by Marine Midland Grace Trust Company (Marine Mid- 
land), of New York, as voting trustee, of control of the operating 
rights and property through the transaction. By the same order 
certain irregular-route authority of Erie is to be converted to 
regular-route authority. The transaction has not been consum- 
mated. 

Pursuant to authority granted under section 5(2) of the act on 
October 6, 1969, in No. MC-F-10328, Jones Motor Co., Inc.— 
Control and Merger—Mitchell’s Express, Review Board No, 5 au- 
thorized acquisition by Jones of control of Mitchell’s Express 
(Mitchell), of Portsmouth, N.H., merger of the operatiny rights 
and property of the latter into the former for ownership, manage- 
ment, and operation, and acquisition by Marine Midlandof control 
of the operating rights and property through the transa-tion. 
Mitchell operates under a certificate issued in No. MC-160 y, in 
interstate or foreign commerce as 4 motor common carrier of 
general commodities, with exceptions, over regular routes, be- 
tween Boston, and Ogunquit, Maine, serving intermediate and 
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off-route points, and roadbuilding material, over irregular routes, . 
between Swampscott, Mass., on the one hand, and, on the other, 
points in Strafford and Roc.ingham Counties, N.H, This trans- 
action has also not yet been consummated. 

Pursuant to authority granted under sectio' 210a(b) of the act 
on August 5, 1968, in No. MC-F-10190, Jones Motor Co., Inc.— 
Purchase—Medill Transfer, Inc., as extended by order of Decem- 
ber 18, 1968, Jones leased the operating rights of Medill Transfer, 
Inc., William H. Christison, Trustee in Bankruptcy (Medill), of 
East Peoria, Ill. Medill, under acertificate of registration issued 
in No. MC-99996 (Sub-No. 1), is authorized to operate as a motor 
common carrier of general commodities within a 50-mile radius 
of Allentown, I[ll., and to transport such property to or from any 
point outside such authorized area of operations for a shipper or 
shippers within such area, Vendee commenced operations under 
the lease on September 3, 1968. The 5(2) application of Jones to 
purchase Medill was approved on December 12, 1969, by operation 
of law. 

Penn Central operates as a rail common carrier generally on 
the east from Montreal, Canada, through Boston to Norfolk, Va., 
and on the west, from Mackinaw City, Mich., through Chicago to 
St. Louis. 

Alleghany proposes to acquire control of Jones and its sub- 
sidiaries through purchase of the capital stock of Jones, and 
thereafter to merge a newly formed, wholly owned subsidiary of 
Alleghany, Alleghany Trucking Company (Trucking), inco Jones, 
and, further, transfer to Alleghany, Jones’ cash and receivables, 
prepaid items, franchises and operating rights, and tne stock of 
its subsidiaries. Alleghany will assume substantially all of the 
current liabilities of Jones, while Jones retains essentially its 
revenue equipment and real property as well 2° its revenue equip- 
ment obligations. Alleghany proposes that it will become a motor 
carrier subject to part II of the act operating in interstate com- 
merce through its Jones Motor Division 2nd wholly owned sub- 
sidiary, Erie Trucking Company. ‘ 

By letter-agreement dated September 4, 1968, Allegnany agreed 
) to make a tender offer of $21 per common share and $100 plus 
accrued dividends per preferred share of capital stock of Jones 
and certain stockholders of Jones agreed to sell their shares 
pursuant to the tender offer. Alleghany agreed to purchase .en- 
dered shares if at least 51 percent of outstanding shares of Jones 
were tendered. Shares ‘wrchased were to be deposited with a 
voting trustee, Marine Midland. 
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By an agreement dated September 26, 1968, between Alleghany 
and Marine Midland, Marine Midland agreed to accept all stock 
tendered through the above tender offer in order for Alleghany 
to avoid any question under sevcion 5 of the act. Marine Midland 
was then to exercise all stockholders’ rights as to the stock de- 
posited to take any actionnecessary to protect the shares of stock. 
The shares are to be released upon surrender of the voting trust 
certificates delivered to Ali2ghany, accompanied by a certificate 
requesting release and certifying one or more ofthe following; (1) 
that the shares to be released have been sold to one or more per= 
tons not 2’i.liated with Alleghany; (7) that an opinion has been 
rendered by counsel for Alleghany that assumption of control of 
Jones by Alleghany would not violate the act; (3) that an order has 
been issued by the Commission terminating its order of March 2, 
1955, in Louisville & J. 3. & R. Co. Merger, supra, Or (4) that an 
order has ‘been issued by the Commission approving release of 
such shares for any reason whatsoever. 

By a letter agreement dated September 27, ) 968, Trucking would 
be merged into Jones with Jones as the surviving corporation. 
Pursuant to the merger plan, the 100 shares of Trucking’s $0.01 
par stock will be con -ad into 100 sharesof Jones’ newly issued 
common stock of $1 par -alue. The $99excess will be charged to 
Jones’ additional paid-in capital. Alleghany will surrender with- 
out consideration to Jones the shares of common stock of Jones 
held by Alleghany or its voting trusree. These shares will be 
converted into additional paid-in capital by Jones. The remaining 
shares of Jones held by minority stockholders will be converted 
into the right to receive $21 per share. Trucking wil transfer 
to Jones an amount to satisfy this obligation. Further, Jones will 
purchase from Alleghany and retire its outstanding preferred 
stock. Alleghany will waive payment and these preferred shares 
will also be converted into additional paid-in capital by Jones. 
As of January 10, 1969, 605,715 shares, or 98.19 percent of the 
outstanding shares of common stock, “nd allo the 3,356 outstand- 
‘ng shares of preferred stock of Jon... were acquireu by the voting 
trustee for Alleghany. 

In related Finance Docket No. 268°, " nes is seeking a thority 
uncer section 214 of the act for the issuan:e of 100 shares of $1 
par value ¢ 2 stock. Such iGO shares, -8 previousiy men- 
tioned, wil! br :ssued to Alleghany in conveys’ | for «.i of the 100 
outstanding shares of Trucking. Upon competion of the proposed 
control and purchase, Alleghany will hold the 100 shares of the 
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newly issued common stock of Jones, and Jones will have no other 
capital stock outstanding. 

One of the primary reasons presented by Alleghany for acquisi- 
tion of the operating rights of Jones is to lessen its tax burden. 
Such burden arises from the fact that Allan P, Kirby, as of 
February 28, 1969, was the ben:::' vial owner of 4,084,813 shares, 
or 56.21 percent of the outstandins, common stock of Alleghany. 
Alleghany is, therefore, for Federal income tax purposes, cun- 
sidered a personal hoiding company since one person (iess than 
5 individuals) owns more than 50 percent of its stock and has 
‘‘personal -holding income,’’ (60 percent or more of adjusted 
gross income consists of dividends and interest) and is therefore 
subject to a 70-percent penalty tax on the ‘‘undistributed personal 
holding income.’’ Alleghany does not want to distribute all such 
income to avoid the tax. With Alleghany the recipient of the op- 
erating revenue generated by its Jones Motor Division, it alleges 
it would be an operating company rather than a holding company 
for Federal tax purposes, It could then retain and reinvest net 
earnings and would not be subject to the 70-percent penalty tax. 

Evidence of past operations hy Jones under its operating rights 
is reflected in an abstract of shipments showing all shipments 
transported in January 1949. The tra‘fic handled consisted of a 
wide variety of commcedities, showing service to points through- 
out Jones’ authority. 

In its verified statement filed on October 1, 1969, Alleghany 
stated that as of February 1, 1968, the date of the Penn Central 
merger authorized by the Commission in Pennsylvania R. Co.-— 
Merger—New York Central R. Co., 327 1.C.C, 475, Alleghany re- 
ceived and still holds 196,195 shares or 0.81 percentof the 24,104,- 
708 shares Outstandiag of Penn Centra) stock. In addition, Allan 
P. Kirby, controlling stockholder of Alleghany, received and 
presently holds 390,130 shares or 1.62 percent of the outstanding 
Penn Central shares. Combining their interests, Alleghany and 
Kirby together own 2.43 percent of the outstanding Penn Central 
stock. Alleghany’s shares in Penn Central are held in its own 
name but the Kirby shares are among those held in the name of 
Sigler and Company. 

Alleghany is also the controlling shareholder of Investors Di- 
versified Services, which serves as an investment advisor and 
distributor for a group of mutual funds. As of September 30, 
1969, these mutual funds held 391,900 shares or 1.63 percent 
of the outstanding shares of PennCentral. Itis alleged investment 
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decisions for these funds are made sulely Dy their investment 
ommittees, over which Alleghany and the Kirby family exercise 
no t r power to control, 
Includec e verified stateme vas a list of the 30 largest 


stockholders of Penn Central as of April 3, 1969. From tnis it 


can be seen that the 2.43 percent held by Alleghany and Kirby 


together would make the Kirby interests the second largest share- 
holders in Penn Central, the largest being the trustees 0 the New 
York, New Haven & Hartford Railroad Company which own 950,- 


116 


+s, Or 3.94 percent of che total outstanding shares. If, 
however, the shares held by Alleghany, Kirby, and Investors Di- 


versified are totaled, the combined holding of 4.06 percent of Penn 
Central stock exceeds that owned by the trusteesof the New York, 


New Haven & Hartford Railroad Company. 
By application filed April 28, 1969, in Finance Docket No. 


25660, Penn Central H Company—Acquisition ‘of Control--Penn 
Cential Compan dismissed August 7, 1969, for lack of jurisdic- 


tion, it was shown that Penn Central Hoiding Company (Holding), 
a noncarrier, was to acquire cont: »l of Penn Central and sub- 
sidiaries effective October 1, 1969. Holding has a 14-member 
board of directors, 1 of which is Fred M, Kirby, president and 
chairman of the board of Alleghany. Three directorsof Alleghany, 
namely, Messrs. Fred M. Kirby, Daniel E, Taylor, and Carlos 
J. Routh, secve on the 22-member board of directors of Penn 
Central, now the transportation operating company. 

Three members of the Alleghany iof directors, \lessrs. 
Fred M,. Kirby. Carlos J, Routh, and Ch 


the 14-man board of directors of Pittston Company. Mir. Routh 


arles T, Hill, serve on 


is vice chairman of the Pittston board. Pittston Company was 
found by the Commission in Pittston Co.—C mtrol—Brink s, Inc. 
75 M.C.C. 345, to be a carrier subj-ct to the act under section 
5(3). wo large motor carriers, Brink’s, Inc., and United States 
Trucking Company, holding extensive authority issued by the Com- 
mission. are under the control of Pittston. In addition, Pittston 
controls a Canadian carrier, Direct Winters Transport Limited, 
which carrier holds limited Commission authority. 

Mr. Fred M, Kirby, in addition to his other duties, serves as 
a director of U, S, Industries, Inc. U.S, Industries controls B & P 
Motor Express, Inc., acarrier operating under acertificate issued 
by this Commission, 

Mr. John J, Burns, a director of Alleghany as well as vice 
president-financier of Alleghany Corporation, is a director of 
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Specialized Services, Inc. Specialized Services, Inc., controls 
Superior Trucking Company, Inc., a carrier operating under a 
certificate issued by the Commission, Mr. Burns owns 3.3 per- 
cent of the voting stock and 1.4 percent of the nonvoting stock of 
Specialized Services, Inc. : 

Messrs. Allan P, Kirby, Jr., and Andrew Van Pelt, directors 
of Alleghany, are directors of the Pittsburgh & Lake Erie Railroad 
Company, while Mr. Ralph K, Gottshall, a director of Alleghany, 
serves as director of the Philadelphia, Baltimore and Washington 
Railroad and the Baltimore and Eastern Railroad Company. 

International Utilities, Inc., controls Ryder Truck Lines, Inc.,a 
carrier subject te Commission jurisdiction. Alleghany owns a 
beneficial interest in 144,200 shares of common stock of Inter- 
national Utilities, Inc. Voting control of these shares is held by 
The Franklin National Bank, Alleghany also has investments in 
the securities of other carriers. These investments include a 
beneficial interest in 20,753 shares of class Bcapital stock of the 
Missouri Pacific Railroad Company (MoPac), constituting 52.2 
percent of 39,371 shares of such stock outstanding as of December 
31, 1968. Alleghany also has a beneficial interestin 2,200 shares 
of the class A capital stock of MoPac or less than 1 percent of the 
1,861,577 shares of such stock outstanding as of December 31, 
1968. Voting control of all of Alleghany’s MoPac shares is vested 
in The Franklin National Bank, 

The directors of Alleghany, other than Allan and Fred M. Kirby, 
collectively own, control, or have a beneficial interest in 23,060 
shares of Penn Central stock, All of the directors of Alleghany 
in their individual capacity collectively own, control, or have a 
beneficial interest in 92,815 shares of Pittston Company, or ap- 
proximately 2 percent of the outstanding stock. 

In response to the issuesraised by the order of August 14, 1969, 
Alleghany argues that neither it nor the Kirby family control nor 
have the power to control Penn Central. In support of this argu- 
ment they cite the hearing examiners’ report in Pennsylvania R. 
Co.—Merger—New York Central R. Co., supra, atpage 639, wherein 
it is stated that; 


* * * we do not believe that Alleghany’s holdings of 5.8 percent of the outstand- 
ing capital stock in the merged company would afford sufficient momentum to 
obtain control of the proposed company. 


It is further contended that if Alleghany had been a controlling 
party at the time of the above-cired case it would have had to be a 
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Commission maintain close supervision over those controlling 
important sectors of our national transportation system. In the 
alternative it is argued that section 5(2) would be applicable both 
because the involved transactions involve alterations in the 
present structure of Jones and the recent acquisitions by Jones 
have made alterations in the internal structure of Jones which- 


acquisitions have not been in effect long enough to be fully inte~ << in 


grated into the Jones operations, It thus contends that the pro- 
posed transactions for acquisition of control by Alleghany over 
Jones are ones which fall within the purview of section 5 of the 
act and that the application filed in No. MC-FC- 70907 under sece. 
212(b} be dismissed. 


DISCUSSION AND CONCLUSIONS 


Before we may consider the substantive issues raised by these 
applications we must determine the jurisdictional question as to 
whether the applications are to be considered under section 212(b). 
or section 5(2) of the act. There is no evidence of record that 
we are here dealing with a single established transportation 
system to bring the proposed transaction within the rule estab- 
lished in the Louisville case. Even if Jones and Erie were to 
be regarded as constituting a single: transportation system the 
outstanding temporary authority under which Medill is operated 
would prevent the existence of a single transportation system. 
Being operated only under a lease, Medill cannot be considered 
integrated into the Jones or the Jones-Erie system. It is pos- 
sible, but by no means certain, that if the Jones’ application to 
purchase Medill, filed under section 5(2), is consummated, then 
the operations under Medill’s authority may be integrated with 
the Jones’ operations. In any event, it is premature to consider’ 
Medill as part of the Jones ‘‘system.”’ It is obvious that Alle- 
ghany, upon approval of this application, will succeed Jones in 
operating Medili under the lease, In so doingit cannot be doubted 
Alleghany is acquiring two or more carriers and therefcre 
jurisdiction lies under section 5(2) rather than section 212(b). 
Further, the section 212(b) application Cannot be considered as 
an isolate ! transaction divorced from the Jones-Erie merger 
and the acquisition of control or the purchase of the motor carrier 
properties of Medill and Mitchell. Certainly, it is proper for 
the Commission to consider the totality of the situation that wili 
Test from approval of either the section 212(b) application or 
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the section 5 application, All the transactions have as their 
common purpose the establishment of Jones as a motor carrier 
subsidiary of Alleghany in a more viable position than Jones 
was as an independent motor carrier. Hence, when viewed-as 
the capstone of a serier of interrelated transactions, it becomes 
apparent that section 5 ‘and not section 212(b) is the applicable 
section under Which. :ne application shouid be processed. ‘A, 
Applicants by letter dated November 3, 1969, filed in lieu of a 
reply statement, stated that they concur with the Bureau’s view 
that the Commission should entertain jurisdiction under section 
5(2) of the act. There being no doubt that jurisdiction lies 
under the provisions of section 5(2) rather than under section 
212(b), the application in No, MC-FC=#0907. is hereby dismissed 
and the application: in No. MC-F- 10444ets: hereby considered on 
it merits. °=.>..< en PA TN eT POP eat Ne ea 
Having decided the jurisdictional question Avec aoe are 
mine the present status of Alleghany in order to place. considera- 
tion of the application to acquire Jones in the proper perspective. 
The question as to whether Alleghany controls or has the power 
ro con’-ol Penn Central was resolved by the Commission in 
, Pennsylvania R..Co.—Merger—New York Central R, Co,y;:.. 927 
LC.C. 475, 481, in its adopting the findings of the hearing . 
examiners, the examiners having found Alleghany’s holdings did 
not provide it sufficient momentum to obtain control of Penn 
Central. No evidence has been submitted since that time to lead 
us to believe Alleghany’s position has changed ‘so as to place it 
in a position that it exercises control or has the power to control 
the Penn Central. - We .therefore see no reason to disturb our 
prior holding. : : ae : meee pity 
While Alleghany. does not control Penn Central, there remains..- 
for decision whether with consummation of the proposal Alleghany 
and Penn Central will. be affiliated within the meaning of section 
" §(6) of the act. * sare 
Section 5(6) of the act provides: 


For the purposes of this sec\ion @ person /efined in sec ‘on 1(3Xa) to 
include @ corporation/ shall be held to beaffiliated with a carrier if, by-reasom 
of the relationshtp of such person to such: carrier (whether by reason ofthe. _ 
method of, or circumstances surrounding organization-or operation, or whether ~ - 
established through common. directors, :officers, or stockholders, a- voting 
trust or trusts, a holding or ir vestment company or companies, or- any other 
direct or indirect means), {t 1s reasonable to believe that.the affairs of any 
carrier of which control may be acquired”by such person will be managed in 
the interest of such other carrier. tn aoe Seni oie 
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Section 5(2)(b) further states; 


That if a carrier by railroad subject to this part, or any person which is 
controlled by such a carrier, or affiliated therewith within the meaning of 
paragraph (6), is an applicant in the case of any such »roposed transaction 
funder sectica 5(2)/ involving a motor carrier, the ‘Commission shall not 
enter *** an order /approving the transaction/ unless it finds that the trans- 
action proposed will be consistent with the public interest and will enable such 
carrier to use service by motor vehicle to public advantage in its operations 
and will not unduly restrain competition, 


Applying th: ted statutory govisions to this case, if Alleghany 
is found t affiliated with Penn Central within the meaning of 
section 5(6), approval of the section 5(2) application may not be 
given unless the express findings Ol the 5(2)(b) proviso may be 
made vis-a-vis Penn Central and Jones. 

In making such a determination, the test 1s not whether such 
person controls or has the power to control the carrier it is 
alleged to be affiliated with, but whether the legal and economic 
relationship between the two 1S such as to make it reasonable 
to believe the carrier to be acquired will be managed in a com- 
mon interest with the other carrier. Managed in a common 
interest does not mean in the sole or even principal interest of 
such carrier, but in any material degree. Southwestern Grey- 
hound Lines, Inc.—Merger, 39 M.C.C, 243. 

In order to determine whether affiliation exists between the 
Penn Central and Alleghany, whether ‘‘it is reasonable to believe 
that the affairs of any carrier /Jones/ of which control may be 
acquired by such person /Alleghany7 will be managed in the 
interest.of such other carrier /Penn Central/,” a number of 
factors-mustebe examined. 4 factor of particular significance is 
whether the person in question is dependent upon the continue 
successful operation of the ‘‘otrer carrier,’’ either because 
personal stock investment in the company or because the com- 
pany is indebted to him. Porto Transport, Inc.—Purchase— 
Sommer's Motor Lines, 70 M.C.C. 70. Another factor to be con- 
sidered is representation on the board of directors of the ‘‘other 
carrier,’’ such being regarded as participation in mapagement. 
Southwestern Greyhound Lines, Inc.—Merger, supra. These factors 
standing alone will not automatically be considered to establish 
that affiliation exists but must be viewed along with the other facts 
existing in the particular case in order to decide if affiliation 


exists. 
109 M.C.C. 


ALLEGHANY CORPORATION—CONTROL AND PURCHASE 


Alleghany does have a substantial investment in Penn Central 
stock. As of June 30, 1969, the market value of Alleghany’s Penn 
Central stock was said to total $9,087,128 or approximately 5 
percent of Alleghany’s total assets. Advancing the following 
argument, Alleghany disclaims any intention of managing Jones 
in the interest of Penn Central: 


Nor will Jones be managed, as a matter of fact or of lav, in the interest of 
Penn Central, As of June 30, 1969, and as reported in the Semi-Annual 
Report to Shareholders, the indicated market value of Alleghany’s Penn Central 
stock was $9,687,128, and its investment in Jones (at cost plus unrealized 
equity in earnings since October 1, 1968) was listed at $14,200,417, There 
is, therefore, no economic motive to manage one in the interest of the other 
since the value of the investments are similar in amount, In addition, Allegha- 
ny’s anvestment in Penn Central, around 5 percent of Alleghany’s total 
assets, does not support the inference that Jones Motor would be managed 
consistent with the interests of Penn Central. (See, ¢.g. Harold C, Davis, 70 
M.C.C, 70 (1956)), Stated otherwise, Alleghany has no intention to manage 
Jones in the interest of Penn Central; the intention is to manage Jones in its 
own best interests and for the benefit of its shippers, employees, and the 
general public, 


Alleghany’s investment in the Penn Central, referred to in the 
quoted argument, does not take into consideration the value of 
the Penn Central shares held or controlled by individual Alleghany 
directors or the 391,900 shares of Penn Centralheld by Investors 
Diversified Services, Inc. Assuming that Alleghany’s interestin 
Penn Central has only a monetary value of $9,687,128, this 
approxiraately $9 million interest plus the reported value of the 
Jones’ sharés totals $23,887,545, or approximately 10 percent 
of Alleghany’s total assets. It is reasonable to conclude that if 
a choice were presented of soliciting noncompetitive traffic or 
traffic presently transported by the Penn Central, Alleghany’s 
management would not deliberately set about to depreciate the 
value of its Penn Central investment by actively competing for 
Penn Central traffic through reduced rates or better service. 
This consideration is especially significant since Jones operates 
in the same territory served by Penn Central. Conversely, it 
may be presumed, but cannot be pro’ed, that the management of 
the Penn Central, many formerly high officials in the New York 
Central Railroad when the Central was controlled by Alleghany, 
would favor Alleghany as a motor carrier over other motor 
carriers in connection with plan | TOFC service or other joint- 


line arrangements. 
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Alleghany does have representation on the Penn Central board 
as well as on the boards of the following subsidiary rail carriers, 
the Pittsburgh & Lake Erie Railroad Company, the Philadelphia, 
Baltimore and Washington Railroad, and the Baltimore & Eastern 
Railroad Company. As a result of this representation on the 
board of the Penn Central and subsidiary rail carriers, greater 
than would be expected based solely on Alleghany’s stockholdings, 
Alleghany does participate in the management decisions of Penn 
Central. Participation in the management of the largest railroad 
system in the territory presently served by Jones would obviously 
give Alleghany as a motor carrier a competitive advantage over 
other motor carriers operating in the same area. Alleghany, 
for example, would know long in advance of the general public, 
other motor carriers, and the Commission whether under their 
section 5a agreement the rail carriers had agreed to file for a 
general increase in rates, the date of filing said increase, the 
amount of increase, commodities exempted from said increase, 
and arguments to be advanced in support of said increase. All 
this information would be available to Alleghany as a motor car- 
rier despite the fact that its representation on the Penn Central 
board was insufficient to control the railroad. 

On the basis of Alleghany’s investment in Penn Central, its 
representation on the Penn Central board, its previous position 
of dominance over the affairs of the New York Central (and hence 
its close association with the top management of the railroad), 
and the fact that both the Penn Central and Jones operate in the 
Same general territory, we conclude that it is reasonable to be- 
lieve that the proposed transaction would, if consummated with- 
Out special conditions, result in affiliation within the meaning of 
section 5(6) of the act, It is, therefore, necessary to determin 
whether the proposed transactions are consistent with section 
5(2)(b) of the act. 

The absence of Penn Central as a party to these proceedings, 
coupled with the conclusion that Alleghany does not control Penn 
Central within the meaning of section 5(2) of the act es dis- 
tinguished from affiliation under section 5(6:, makesit impossible 
to conclude that the proposed transactions will enable the Penn 
Central to use the services presently rendered by Jones to public 
advantage in its operation and will not unduly restrain competi- 
tion. 

While not admitting that affiliation would result f-om approval 
of the proposed transactions, Alleghany, apparently in a desire 
109 M.C.C, 
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Phi r wa repeated in a affidavit fy eA i Fr ¢ 
Kirby, Chairman of the board of directors and president, le- 


ghany Corporation, in the following manner; 


12, As set forth in its Application to the Commission under 35 of the Act, 
Allechany is willing to accept as a condition to Commission approval of the 
* proposed acquisition t Alle ur of Jones Motor Co,, Inc,, the deposit of 
’ Allechany’s shares of the capital stock of Penn Central with an independent 
trustee subject to continuing Commission jurisdict 1. 
The placing of Penn Central shares in trust, Suggested Dy 
Alleghany, is but at best a stopgap measure. While the trust 
Would pr apdiv serve [to prevent Alle any from participating in 
the management of the Penn Central (and we shal! hereinatter 
requ tha ard me I f Allteg erving I 
ard of dir $ I ( , its subdsidiar . and it 
holding company immediately resign their directo1 wi 
Penn Central, its subsidiaries, and its holding com; it would 
not serve to reduce Alleghany’s interest in the financial condition 
of the Penn Central. This financial interest is one of the factors 
considered in our determination of affiliation. Investment bv a 
motor carrier, which Alleghany seeks to become, of 5 percent of ¢ 
its total assets in railroad stock appears inconsistent with the 
a status of a motor carrier. The 5-percent figure includes only Al- 
leghany’s investment in Penn Central and it is noted that its ir- 
vestment in MoPac stocks and bonds substantially increases the . 
percent of assets invested in railroad securities. [tis not our in- 
tentionto allow a motor carrier certificate to be used as a shield to : 
prevent regulation by the Securities and Exchange Commission 
while Alleghany continues to engage primarily in investment rather 
than in transportation activities. Accordingly, we direct that as 
a condition to approval of this applicatio: Alleghany trustee all 
stock it may have in Penn Central, its subsidiaries, or any com- ° 


pany affiliated with the Penn Central for a period not longer than 


5 years with direction to the trustee to dispuse ot said stock 
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is the folowing statement: 


15, As of A 


. ; i S- 
pril 9, 1969, the date of the af said Application under 55, the 
mount of the capital stock of Penn Central owned by 


total a ntr sponsored 
by TT ‘i 
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ment 5 Sé ily and not for pur of t eptember 
30, 1969/, all but 391,900 of said ipproximately 1, of 
the Penn Central capital stock outs yid, 
We will further require as a condition to appr that all inter- 
locking directorates between Alleghany and Central, its 
subsi es, and affil erminated, Prior tv consummation, 
I f of er ll also be supmi } ( - 

r ) 
mis i 261 I.C.C, 23. 
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hin f Al’ nv <¢ | -crritiesc Ae nreviouel' v¥deread hy 
ship Of Al iny S MoOPac securities, &@S previous: rcered Dy 
the Commission, be continued subject to the y jurisdic- 


tion of the Comfmission. The Commission in the future may 
either in response to a petition or on its own motion institute an 
investigation to determire whether the trust should be cuntinued 
or whether Alleghany’s divestiture of MoPac securities should be 
required, 

The Penn Centra! shares not owned by Alleghany, but controlled 
by Fred M. Kirby and Allan P. Kirby, Jr., as coguardians of 
the property of their father, Allan P. Kirby, present a special 
problem. The 390,130 shares of Pern Central owned by Allan 
P, Kirby represent 1.62 percent cf the outstanding Penn Central 
shares. While Fred M. Kirby and Allan P. Kirby, Jr., are by 


the terms of the conditions imposed relating to interlocking 
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directorships prohibited from serving on the board of both 

Alleghany and Penn Central, either brother may resign his 

posirion with hany nd serve > Penn Central board, 
ne of the coguardi 

board and the other co- 


guardia slecting to serve on the board of Alleghany, it is af 


propriate that a condition be fashioned to prevent the Kirby 
family from servin s a bridge over which affiliation between 


the Penn Central and Alleghany might be established, According- 
ly, we shall require that the Penn Central shares owned by 

under the nt of Fred M. Kirby and Allan P. Ki 
Jr., as coguardians of the father’s property, be deposited with 
an independent voting trustee under an agreement subject to the 
prior approval of the Commissic fhile not at this time direct- 
ing that said trust be terminated by divestiture of Penn Central 
shares within a prescribed period, we shall retain continuing 
jurisdiction over the trust f{ 1e purpose of imposing in the 
juture additional conditions or mcdifying the trust if warranted 
by then ex.sting factual conditions. 

There is also present in the record evidence of various inter- 
locking directgrates between Penn Centrai, Pittston C°mpany, 
Alleghany, International Utilities, Inc,, and other carrie s. The 
cancellation of the interlockinz directorates that exist between 
Alleghany and P | uld do much to simplify rhe rela- 
tionship between these rriers. Other than i situation that 
would exist between Alleghany and Penn Central if the proposed 
transaction wer proved Wi u nditions, the record does 
not contain sufficis - vider jetermine the relationship 
berween All 
If ic should 

he meaning of 
act or are otherwise operating in violation of the act, 
we expressly reserve the rift to reopen these proceedings for 
the purpose of imposing further conditions upon Alleghany. At 
this time we will merely require that Alleghany’s shares of 
International Utilities, Inc., be continu d to be controlled by an 
independent voting trustee. 

Before reaching the issues presented by the section 5(2) 
application, we must first determine whether the facts of record 
disclose a section 5(4) violation, Section 5(4) provides, in part, 
as follows; 
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Alleghany has in the past been subject to regulation by the 
Commission only under section 5(3) of the act. Asa result of 
the transaction here proposed, Alleghany admits it will become a 
motor carrier subject to part II of the Interstate Commerce Act 
through the transfer to itself of the operating rights and assets 
previously held by Jones. In becoming such a carrier Alleghany 
must fully realize it is now subject to all provisions of that part 
of the act, including the securities provisions of section 214. Its 
future activities will be expected to be those proper for a cari-er 
operating in the public interest and in accordance with the national 
transportation policy. Ali securities issued by Alleghany, except 
to the extent limited by section 214 of the act, must be in full 
compliance with the provisions of section 20a(2) of the act and 
applicant may be certain any future applications for issuance of 
securities will be closely scrutinized to ascertain that they are 
fully in compliance with the act. : 

In the past it has appeared Alleghany desired to use this Com- 
mission as a shelter to protect itself from the harshness of 
regulation of other agencies and it indeed admits that .is purpose 
in being before the Commission here is at least in part to find 
such protection. The Interstate Commerce Act was not passed 
to provide a safe harbor from the other agencies of the Federal 
and State governments. Its purpose, as stated inthe national trans- 
portation policy, was: 


to promote safe fequate, economical, and efficient service and foster sound 


transport: and nong tt 2veral carriers* * *, 
If regulation under the act results in leniency toward certain 
activities of carriers, it is because such leniency fosters the 
more imporrant go~’ stated above. Alleghany will in the future 
be subject to the sci..e type of regulation as other carriers. How- 
ever, it is not to be expected that it will be protected from the 
regulation of ¢)v other agency to the extent the law may permit 
tnat agency to exercise concurrent jurisdiction over it. 

In view of our action herein making Alleghany a carrier sub- 
ject to part Il of the act, we may vacate the previous orders of 
the Commission of March 2, 1955, and May 24, 1955, making 
Alleghany a noncarrier subject to regulation under the provisions 
of section 5(3) of the act. 

Inasmuch as we are approving the transactions, we are not 
requiring of Alleghany the divestiture of Jones stock, though 
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acquired unlawfully, provided that the complete transaction which 
we herein authorize is consummated within the 180-day period 
which is provided in our order, That order will render the Ma- 
rine Midland trust revocable and will permit Alleghany to take 
legal title to the Jones securities now held therein. Conse- 
quently, in the event Alleghany does not assume control of Jones 
within the 180-day period, it would be expected to immediately 
dispose of its holdings in Jones’ stocks and notify this Commission 
promptly when this has been done, disclosing in detail the manner 
in which disposal of the stock has been accomplished. Otherwise, 
consideration will be given to the institution ofa proceeding under 
section 5(7) of the act, designed to accomplish the divestiture. 
We find, in No. MC-F-10444, that the acquisition by Alleghany 
Corporation of the_operating rights and property of Jones Motor | 
Company, Inc,, and its subsidiary, Erie Trucking Company, 
through merger of Alleghany Trucking Company, a wholly owned 
subsidiary of Alleghany Corporation, into Jones Motor Company, 
Inc.; and subsequently the merger of Jones Motor Company, Inc., 
into Alleghany Corporation for ownership, management, and op- 
eration, and the acquisition by Fred M, Kirby and Allan P, Kirby, 
Jr., individually and as coguardians of the property of Allan P. 
Kirby, an incompetent, of control of «he operating rights and 
property through the transaction, constitute a transaction within 
the scope of section 5(2)(a) of the act, and that subject to the 
conditions heretofore enumerated it will be consistent with the 
public interest; and that if the transaction is consummated, Al- 
leghany Corporation will be entitled to operate under the rights 
of Jones Motor Company, Inc.; confirmed in No MC-4963 and 
No. MC-4963 (Sub-Nos. 4, 7, 8, 9, 10, 13, 14, 15, 19, 20, 21, 22, 
23, 24, 26, and 28), and of Erie Trucking Company confirmed in 
No. MC-23135, which rights are authorized to be embraced ina 
certificate to be issued in its name, with duplications eliminated; 
provided, however, that prior to consummation Alleghany Ccrpora- 
tion and Fred M. Kirby and Allan P, Kirby, Jr., as coguardians of 
the property of Allan P, Kirby shall, subject to the just and rea- 
sonable conditions heretofore set forth, (a) deposit their holdings 
in Penn Central Company, Penn Central Transportation Company, 
its subsidiaries and affiliates, with independent voting trustees, 
(b) terminate all interlocking directorates of Alleghany Corpora- 
tion, Penn Central Company,, Penn Central Transportation Com- 
pany, and their subsidiaries and affiliates, and (c) continue 
in trust the shares of MoPac and International Utilities, Inc., 


owned by Alleghany. 
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approval. While I agree with the maj y finding thar such a 
violation will 9t automatically defeat the t stion, I fina 


record tO show that Overriding pubiic interest War- 
approval. Alleghany yrimary purpose in acquiring 

Jones, its affiliates, is to less n itstax burden. The fact that 
funds c erved by approval of the transaction will be made avail- 
able for carrier fnvestment by Jones and thus benefit the public 
what I consider to be of ove ing public interest. 

>d corporation 


that it could continue to adequately serve the 
public in the future as it has in the past without benefit of Alle- 
ghany s tax Passichass In Central of Georgia Ry. Co. V-vatrol, 307 


*s 
LC.C. 39, 43, and 44, the Commission stated: 


its in transportation 


respect for a > observance of the 
t 
t 


} } 


risco is permitted to retain the fruits of its unlawful conduct, and 


we sanction such conduct, which we consider to have been in flagrant disre 


of the law, others will be encouraged to pursue a like course and tor sent 
2 for our approval. Obvi isly, such is not in accord with the 

intent of the statute; i.e., that we pass upon *‘proposed”’ acquisitions of control 

prior to their consummation, including the justness and reas ] 5 

terms upon whicl ontrol is tobe acquire: 

gener 


and 

Stitute, in my opinion, such a profusio 
warrant condonation of the unlawful 
presently subject to partial 

is inconceivable to me that 

of the requirements of section 5. 

Alleghany’s principal business is in investing in stock interests 
in other conijanies and the transactions proposed inthis proceed- 
ing would not change this situation. I do not believe it was the 
intent of Congress that this Commission enter into the field of 
regulation of companies whose principal business is other than 
that of public carriage, except where no~essary in furtherance of 
the national transportation policy. I cannot find that need here 
See Edward Hines Lbr. Co. Merger, 312 1.C.C, 364, 367. 

Furthermore, the report of the majority clearly recognizes the 
dangers inherent in Alleghany becoming a motor carrier. The 
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At a General Session of the INTERSTATE COMMERCE COMMIS-"* 
-. SION, held at its office’in Washington, D. C., on the 27th-day-of 
*January 1970 j oe oe 
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No. MC- ° C-70907 
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1ace At r 
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ioror ankenting, I n e merger of 
Motor Company, Inc., int gee pl oration for owner=~— 
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It is ordered, That acquisition by Allechany corporate se the 


the property of 
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Accts rec. net 19.399 20.759 in the states of Conn., Ml., Mass., Mich, Pa» 
r 793 N. H., R. I. and Va. Revenue equipment owned by 
1.276 Jones Motor at July 1, 1973, included 145 trucks, 


8642 the Court House Suuare real estate deve 
15.154 in Denves, which includes a 680 room hotel leased 
3°to Hilton Hotels Corp., a 1,200 car underground 


9 

9.454 garage, and a department store leased to May 
4507 Department Storer Co. At Dec, 31, 1973, the prop- 
pay He erty was carried at 315,496,008. after deducting 
17 361 224,191,689 una i mortgage debt and $13,- 


$11 64 959,245 depreciatio 

3510 INCORPORATED in Md, Jan, 26, 1929, by the 

Shs 3 3.781.749 late Van Sweringen Bros, a8 an investment Co. 

aReciassitied Aug. 1 '63 sold 72% stock interest in Savill- 
Mahaffey Mtge. Co. for $1,230,828, or net profit 
of $71,365; subsidiary was purchased Sept, 62. 

r, 18 '64 sold its 235,000 Com, sharehold- 


Alleghany Corp. ings (acquired in 1960-64)'of Baltimore & Ohio 
ROP ne apap er tap RR to Chesapeake & Ohio Ry, for $0,530,778, 
CAPITALIZATION (Dec, 31 '73) or net tit of $1,530,604. 


Ma 6 '66 Co, surrendered its 50.36% stock 


LONG TERM DEBT--$6,000,000 due to banks, interest (acquired in June '63 for $2,300,000) in 


with int, at %': above prime rate; paid Jan. 21, Land Value Corp, (name changed to Roosevelt 
1974, Otfice Center, Inc., in 1967) for a$2,783,612 (rep- 
2 STOCK-- Auth. Shs, Outstg. Shs. resenting its investment therein) Sd ist Mtge. 
$4 Cum. Conv. Pr, oe Note, paid in 1666. The exchange was made pur- 
Pid, NO PaFe.eee-vrere 28,367 None guant to an agreement entered into in Dec, ‘64 
Pid, $100 par...... 1,500,000 None between Co., Roosevelt, and Lomas & Nettleton 
6% Cum, Conv, Financial Corp. whch owned the remaining 49.- 
10 PaP,.c-+-o.+0-+-0 1,367,440 None 64) stock of Roosevelt, 
n $1 par....... *22,000,000 17,926,300 In 1968, sold investments in Cal, Western 


*Incl. 493,800 for warrants; 33,000 optioned States Life Ins. Co. (150,000 Cap. sha.) for $4,- 
reg; with 61,700 for future grants; and 500,000; Commonwealth Life Ins, Co. (5,000 Cap. 


,000 ge gery rmance share plan. shs.) for $112,675; ana T cananenerien SOF (104, - 
TExcl, 564,640 in treas, 000 Com. shs,) for $s Oe 2) . 1966, 
° ‘. eit P acquired 605,946 Com. shs, (98.2%) and all 
; CORPORATE BACKGROUND Cum. Pid, shs. of Jones Motor Co., Inc,, for 
t 3,342 3. . Apr. 
V co henner ldg_substantial sto $! oo Latter was merged into ee Apr 
interests in ver companies, mainly Investors a : » ; 
et Ee gee Wak of the Wing pu Kits, Com Pree 
ee io neolidated, Bacinry uJ. J, Burns, Jr., V-P--Finance 
It also owns a large real estate development in 3 _ ents et Comet 
Denver. Colo. and 4s subject to regulation under pay} Woodberry, V-P 
< % ci - DIRECTORS 
Avg 21, 1970, SEC ruled-thai Co—hadceasec—p x, Gottshall 
SECURITIES OWNED, Dec. 31, 1975: Spit a os 
ee att Mit J. J. Burns, Jr, R. R, Hough 
. E, Tobin 8S, A, Zimmerman 
ens Sees OFFICES -380 Park Ave. NYC 10022 (Tel.i 
s 2 - 6 - J = . 
mar At b Com b 15,095 41,600 212-752-1356). ANNUAL MEETING-~--In Apr 
Mo, Pac. RR: ~ “Ee 
a 88 180 STOCK DATA 
. 
3,512 44,610 waRRANTS--For each share of $5.50 Ger, A 
Pid, exchanged for $100 of 5% 8. F,Ser, A Debs, 
17,048 16,056 due Nov, 1, 1962, under an offer made in Oct, 
10,518 7.100 1952, there were issued 20 perpetual warrants. 
Pittson Co.: , , or 2,000,000 perpetual warrants, Each war’ 
Com si 053,045 1,630 1.286 entities holder to purchase one Com, share at 
United Corp his . 286 $3.75 in perpetuity, Terms and trading basis 
Com. .. 353,000 3,448 3,045 should be checked in detail. 


Total.ce.csses eT ae 113,686 7 -Common _ stock- 
*After reserve of $23,082,799. 2 eee yo MD org ag 


aAll deposited with an independent yarns 26 
tidstver ss por ICC aredtive, Under Jan. 21, 1974, 4 Sto Ge gio rs, Fe coe gery yd 
recapitalization settling Litigation begun in 1967, .p.7¢ There were 1,367,440 shares issued, 


all Cl. B shares of Mo. Pac, held by Co. were i 00 ex tor 

exchanged for $16,056,550 cash and 330,888 new ~~ a J 28, par) “a 
. 7 23 she , e . 

Mo. Pac, Com. shs., of which 243,623 sha. were Thy 1989, a total of 1,139,062 shs, had been 


sold for $24,362,300 cash; and each Cl. A share 4 Coz 
, » converted into Com, (4.7 Com, sha. plus $3.75 
was converted to one $5 Cum. Conv. Pid. fh, cosn for each Com. sh,) and remaining 236,745 


convertible into one Com, sh, after Dec, 14, 1974, * 
Ne ie sek th tan ean ORES Cee Thee eS 


Ci. B shs. 
CAL deposited with an independent voting e 

PR <i ee J Dec. 31, 1973, 8,189 
ein 1974, increased to 1,241,500 Com, shs., “and om n 


all, sold in July, 1924, for $31,000,000--$13,- 
189,213 cash, $13,904,751 in Notes, and 2, RANSFE E ~Chemical NYC 
Com. shs. of Monsanto’Co and Central National Bank, Cleveland, REGIS: 


a common car- -Man Hanov: ‘rust 
rier of general commodities by motor vehicle, me aoe popes en yore Co. ee Cow, 


operating under regular and irregular ICC route LISTED--Com.--NYSE (Symbol--¥); Com, also 


, Cincinnati, 


authorizations. It also holds certain intrastate aded Boston, idwest 
rights granted by the regulatory authorities ” Se ) PE, 


REAL ESTATE OPERATIONS--Alleghanyowna 1964..... 


and Pacific SEs, Perpetual Warrants listed o8 
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American SE; traded Pacific SE: 
~-Warra. 3-- 


0.20 61963. 
6% Pid. $10 par--$1.75 initial A\ 


"1,016 tractors, and 2,251 traters. Dec. 31, 1973, 10% 44 1067. 12% 5 
6? Jones operat over 9,000 certi: cated route miles 11% 6% 1966. 24 A 
26.203 fonnecting 22 states and D. C., an’ was serviced 14% Tr 1965, 10% 5% 
31 069 by 46 general and 35 special commou-tv division 10% 3% 1964. 104 =66h 
terminals, 2440 OA 1963....+. on 6 
656 — inc, 244 > 1962...... o% 3% 
28 wit te ing power. ---Common--- 
‘ouned, is the investment adviser aud distributor. . 144 7% 1967%...... 14% 7h 
6759 for seven Juutual funds, and thy... inn. cise. 1072., 14% 9% 1966, 164 Th 
2992 gells investment certificates ang ot 18% 9% 1965. 13% 68% 
69679 eogages 30 mortgage banking and i}: 13% 4% 1964, 134 9h 
na real estate, le 26% 11 1963, 13 oA 
gag Dice ily 107, Het aasete ot the ='a funda. 1968. 2% 124 1062, 124 5 
g to y—tondatd 52.8 billion, and ceriibcass force. RECENT DIVIDENDS: Com, $1 par--$ 
1o4 totaled 32.1 billion. In 1074, Invesi ve sold June 14, 1974,...... stadinisdicanaieaneomiaaneitn + 0.20 
its investment banking subsidiary, an planned 1973..... 0.364 1072,....0,2808 1971-70 0.20 
to also sell its industrial leasing subsidiary, 1969..,.. 0.27 1968-66 0.20 1965 ....- Nil. 


o-eO.1 1962 


clearing arrears thru Apr. 30 "58; $0.30 semi- 


annually after 


tion @t $10. 
4, 1970. 


beginning Oct. 1 ‘56. to redemp- 
56 a share & $0.05% divd. on May 


DIVIDEND RESTRICTION--Under most re- 
strictive covenant of the bank credit agreement 
regarding Cividends, unrestricted retained earn- 


ings at Dec. 


31, 1973, amounted to $24,564,276. 


EARNINGS AND FINANCES 


AUDITORS-- Peat, 
EARNINGS, Yrs. End, Dec, 31: $ 


Inc 


Marwick, Mitchell & Co, 
-Financial Opers.-------- 


Int, Inc, 


1973-Income Account Published Below- 

. 14,756,000 574,000 10,055,000 
15,710,000 1,025,000 10,563,000 
8,742,000 1,025,000 3,595,000 
8,875,122 1,193,436 3,771,823 
6,711,811 1,411,325 3,644,848 


1972,...00000+ 


1963... .0.00+ 
1962......-... 
LOB L...csereee 


----- Motor Garrier Opers.----- 
{Net 
Inc. 

a 1,300,000 
63,699,000 — ssvecervee 1,299,000 
63,699,000 270,000 1,029,000 
57,715,796 cr410,700 41,828,680 


57,105,486 299,150 714,900 
Inc. 


cNet cbsh, 


Taxes Inc. Earns, 


see 2,187,000 9,168,000 0,99 
s. 22410,000 9,452,000 _—- 1,08 


---Net Invest, Inc.--- 
Amount b Per Sh, 

4,624,000 0.53 
1,943,143 0.23 

04,359,748 0.52 


“Focal Fed. Inc. aAvatl. for 


Inc, Int. Inc. 
j ; 5,021,821 
4,319,402 
4,042,312 
5,455,068 
096,708 ... es 3,593,400 
,041,163 201,145 3,417,721 
217,845 seeeeeeee 02,646,676 
,804,031 . 900,508 
688,664 ..... 2,944,049 
Fxd, Times Net Invest, 
Earn, Income 
3,09 ; 3,397,479 
44 2,548,025 


3,06 3,676,303 
8.66 3;178,369 
7.36 27953,225 
5,22 2'145,540 
1,55 919,886 


7.48 0.344 0.35 


“*..*Net Invest, Inc. Per Sh.--- 


% Pid, $5.50 Pid. o- 


ee Docketed Papess #8,Joint answer of U.S.A. & I.C.C ,Dec.14,197 
: 346, 


leghany In Support Of A 

Alleghany Corp. ~~ Corporate B 
(L)AbLeghany Corporation,through its Jones Motor Division,is a trucking 
comuon carrier,and is subject to regulation under the ICC,as shown — 
above, On August_21,1970,Ssc ruled that the Company had ceased to be 
a registered investment concern, (The ICC incapable of protecting inv sto 

hileghany's £1,243 Class B ShartT were all SO ay aes 
endent voting trustee,as per_ICC directive. e 


(3) Company primerily holds substential stock int :t- in other comp- 
C 


Peres 
44% the power voting 


anies,meinly Investors Diversified Services,Inc, 
owned, non-consolidated. . 
(4)Investor's Diversified Services 50s. + of equity interest and 44% 


, 


of vuting power owned,is the investment adviser and distributor for - 
seven mutual funds,and_ thru subsidiaries salls investment certificetes 
and life insurance, elyress in mortgege banking and financing,and owns 
real estate, (5)Dec.31,1975,net assets of the mutusl funds Eotuled 
$5.9 billion,and certificates In force totaled $2,1 billion. 


oavt~ T7¥ = n. 
(ALLEGHANY SOLD Hen MOPAC B TO REMAIN AS MOTOR CaARRTEX UNDER ICC) 


———— ee a a 


ayer ak ay 


2 1904 et | interests of the Commission.The Commission 
Been, 8 Seaeve,  EAa will not pretect me as a stockhnoider in ICC 
eat Te an regulated Companies.In addition, the ICC wial 
G4 Th Debs, 10 L9B1 soveereenenee 7,602,035 fight all stockhoiders who fight for their 
her, to 2 Tewsscconsceoegnesososoeenst 3,656.4 property rights secured by the Constitution 


( $9,611,832 ¢ . $179,608,42 
LN aig eo 2k at or laws of the U.S.The ICC even uses p.,,,.. 9g95 
the Justice Dep‘t.to fight me — B: 
o 
hb Auth Out W. B. Boscow, Sr. V-F re Debs. outstg . 31, 1081, Co, having 
A Mah r. V-F non- 5 to retire additional Deba, 
4 woh i \ in each su years up to the andatory require- 
4 KR. Wald gent, Optional redempts may not be used to 
45, H.C reduce mandatory requi redit ve 
, wi I n. Counsel taken for Debs, otherwise acguit r converted. 
I J. W. Buckle’, REDEEMABLE OTHE RWI! lays" notice 
H. Bruer, . at the followi ices & int, thr ach Le 1; 
; ‘ --V-Ps-- with price declinu St c 
\. Haa N, A. Ablahat 1974. 105,78 197 : ¢ 
VOL ELIT IENI + F. Ceath l \ tt CONVERTIBLE 
" i l i C. R. Dodser At H dem; n det 
& te t ‘ Ww ey rT, L. K aly Cl. A Com, 
t ‘ l rer . A. Murra shout $46.5 
1, | 1. W. Pie ar 4 E i (unless HT 
a A nal 
t Meal J}. F 
‘ Jchns Ze. 
I f A 

| uh M.E 

a ly - t t teka HE 

{ LA 

“ ze -Reg iV 

apit F. Kell J 
\ Ww Be 
, c Griff L 
t oe Hadawa 


C. D. Buford t 

E. F. McGinley, Jr. to four times the eash butions or 
* C. R. Ove Liquidation payment Cc k divi- 
S. F. Silloway dends are payable only in lke 4 4 in re- 
Paul Woodberry spective classes. VOTING POWER--Each class 

agp reo ENT CAPITAL CHAN 64 
I 7 ? CAPITA ~HANGE . au- 
IDS Tower, Minneapolis, - 300,000 


¢ stock 


12-372-3131) N} thorized capital 
12-372-3131), ANNUAL oh, of $1 par (non-voting) A Com, and 
3 p99 700,000 of $1 par (voting . to 6,500,000 
BD evsssaverenesesee  MOLLB,OOD Cr $2 par Cl. A Com, and 14,000,000 of $0.50 
’ par Cl. B Com., both voting, and the Cl, A and 
Com. oztste. split 5-for-1 and 20-for-1, re- 
spectively. 
STOCKHOLDERS--Dec, 31, 1973 (of record) 
Pid. Cl. A 6,544; Cl. BS 175 
5 A) 


BOND DESCRIPTIONS 
IDS FINANCIAL CORP, 

ITAL DEBENTURES; Due 

Authorized, . oo 


1 st 1 TURE D "ED June 1, 1971, INTEREST CD. 1%. 
te sy Jan, 1, etc. PRINCIPAL & DY,te j “Sat . 
af Y ot theme's amiens IN- 4 ENTS--Chemical Bank, NYC; 
E .-30 days. First National Bank, Minneapolis. ! EGIST RARS-- 
. ern Natl. Bank, Minneap- Manufacturers Hanover Trust Co., NYC; First 


National Bank, Minneapolis 
LISTED--American (5) 
SEs May 25 '66; OTC 


3) and Pacific 


REGISTRAR--lnvestors Diversified Services, 


DENOMINATIONS--Fully registered, $1,000 & & ar Cl. B 90.50 par 
nultip) reof, rf . . by me 
REDEMPTION RESERVE FUND & PRIVILEGE bd oo + Lo 
-Co, is required to make monthly payments into +4 4 16 8% 
Redemption Reserve, sufficient to retire all +4 “ 9 5 
= . . eas ae es a ap. Debs, outstg, at maturity. Initial payment b 58 . = 14 8s 
at sta + at . vad $57 m shall be an amount equal to 1/120th of t! 62 32 15 8 
{ life insurance in force. total amount of Cap. Debs., outstg. multiplied by 41% = 10 “4 
ber of full calendar months that have elapsed =e = il 6% 
» June 1, 1971, Co. will have non-cumulative Ddocsorecersoess 4 41 14% 10% 
to make an additional — equal to 1964... segecerene Part $1 — be a $1 i 
4 pay: Redemption Reserve may, but se pa om, 
ot, be applied to redemption of Cap. Bebs, 1964 (to May €) 278 266 315 Me 


s. option, provided that, if any such redemp- DIVIDENDS Or. Ag? Cl. B $0.50 par 


‘ 
a 


hall be fess than all of Cap. Debs. outstg., 


emption Reserve funds to be used for 1974 (to Dec. 3)... 1.8 er) 
redemption shall be limited to such amount oo ar “a et . 46 
: as shall be in excess of $1,000,000. 1966....+-6 1.65 0.804 
er Advisory ¢ + Prior to May 31, 1981, Cap. Debs, may be 1965..... \. 0.40 
ru nar ree IDS presented for payment at holder's election in any *° 4e-+ +. 1.20 at « 0.30 
Pr rties, Inc., ad Sy iount that shall be a minimum of $1,090 or jo¢4 o-Cl, AG Com. Sl yee | lg 00 
multiples thereof for payment from available Dividends have been paid comunuously since 


ae Redemption Reserve funds. The Cap, Debs. will 


, 
in 1894 as Inves- 1957; prior years not available. 


r 
be paid in full in the order of their receipt by P . : = : 
s supervision of Eo Pat, Oo @ int. Payment of principal shall be DIVIDEND RESTRIC TIONS--Under the terms of 


a revolving credit agreement, $38,000,000 of r 
tained earnings, at Dec, J1, 1973, was available 
for payments on or for Co's, stock, 


‘ge plied with jade from the Redemption Reserve and Co, 
Me Baie eg shall pay all interest accrued thereon. All Cap. 
1D. C. Present pers, so presented, but not paid due to lack of 
sufficient Rede n Reserve funds, will be held EARNINGS AND FINANCES 

for payment in the order of their receipt by AUDITORS-- Peat, Marwick, Mitchell @ Co. 


orp., Subsiciary, 


9,360,000 
251,331,000 104,000 
2297928,000 6,154,000 
€1969.....--- 221,426,000 6,736,000 


ired tt sets stg =e l C > Salt Co ‘on the next succeeding payment date that Minneapolis) 

City, which leased income pr ug EQUID- funds ave available in the Redemption Reserve. g a eae , ° ie 

tc rs. Gs . r may elect to revoke his election of ONSOL. EARNS., ¥rs. aes oe was Net 
oi 168, IDS Properties Inc. mmr, st as to the unpaid Cap. Debs. _* zs Inc Ta Tn 
ire 4 inn. a Fla - a ¢ her EDEEMABLE on 30 days’ notice at 102 & 1973-Income anaiel Pubs rs 

a , utes: $3 >. ant, 1972......-... 259,219,000 


8,931,500, SECURITY--A direct unsecured obligation, 199; 
subordinated to senior debt, as de fined. 1970. 


* rod is inv semi nt 6.5% 6 ONV. SUBORD. (S. F.) DEBS.; Due Jan. 1, Sigg9"...... 213 7000 
90 . b1968.. 195,356,000 
Ine. .-BB 908, 
es conn Nuveen actn, & Outta. ee ah 1873) meee, $98,000,000 1068-- 179,676,710 23,319,612 
‘ ac) under ributoret mune: ““INDENTURE DATED “Jan, 1, 1972. INTEREST 1964 Le pray +44 21,817,186 
apad be Nov, 21, 1969, acquire 0,000 PAYABLE Jan, & July 1, to holders registered 1966... Net Goer’ inc 21,735,143 
trons t » A ses, Se ‘ ae 30, seareeeee a ee 
one. a t iT REST AYAB trust 4 ~ 
& Co., Inc., a broker-dealer, office va nest GRACE PERIOD-- 1972 ne. *Outstg. 1 Rptd, *Outstg. on 
In Feb, 1972, sold WS Credit Corp., subsidiary TRUSTEE --Morgan Guaranty Trust Co, < 1971 py ae neo 
oF fe First lank System, Minneapolis. DF NOMINATIONS- - Fully registered, 7,000 & 1970 ° ‘ 
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The ICC petitioned Alleghany to divest itself of MoP Class B(See p. 3 
holdings in order to remair. as a motor carrier.See my [tem #2, Jones Bota? 
The above vast holdings of Alleghany Corporation are only some of the 
reasons why Alleghany was obliged to sell iG MoPac securities of Class ry 


in order to remain as a motor carrier under the ICC!ts Jurisdiction so es . 


; : ; 4 1g 
under the ICC's jurisdiction,which in its present posture js incapable of 
erotecting the interests of the public investors. phe Federal securities 
hey’ which safeguards investors,contains an exemption for [Cc regulated Co, 
fi. is not an gic federal securities laws regulated Co.This is protitstile . 


to save itself from the 70% annual IR@ penalty tax,in addition to oeir 
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Yield 
76.1% 
‘ None 

Corp. converted from an investment compsny to an 
; were reclized in 1974 from the sale of holdings 
of Missouri Pacific Fail USM Corp. and a 95% interest in MSL Industries was 
acquired. The company has a substantial interest in Investors Diversified Services. With 
the shift to operating status, earnings will gain in importance as o determinant of value. 
PROSPECTS 
has stated that reported 
197% must he regardedasa spe- 
t as a standard by which future 


SUMMARY: Du 


operoting company. Si 


The 
earnir 
cial case, n 
years can be 
securities tr; tions and dividend mcome 
of 1974 are not expected to be repeated in 
1975. This should, in part, be offset by the 
probable absence of substantial property and 
marketable securities ‘writedowns made in 
1974, The Jones Motor division operations 
should be adversely impacted by the reces- 
sion. Likewise, operations of the important 

rs Dive ied Services could be ad- 
affected by the ettled financial 

r . However, inch of MSL Indus- 
tries (net earnings of $12.2 million in 1974 
y higher in 1975) should provide 

et. s, a comfortable level of earn- 

is indicated for 1975, although consid- 

y : 35 a share of 1974. 

xed dividend policy; 


company 
gs for 
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ya, 


ja—Hiyl 


RECENT DEVELOPM 


marketable securiti 

duction in the carryirg v 

é@rty. Pretax earnings 
39, up from $12,351 


rate, versus 17 


S, and other 
had earnings of $12.2 million in 
from the prior year, In July, 

nnounced plans to merge 
to make it a 100%-owned 

rs of 56,000 MSL shares 

a share for their stock, 
original tender offer. 
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Payments in the past mon 
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ALLEGHANY CORPORATIUN 


MNCOME STATISTICS (Million $) AND PER SHARE ($) DATA 


Motor 
Carrier 
Revs 


% Oper 
Ended Inc. of 
Dec. 31 Revs = Ine 
1975--_. —— --- 
‘1974 84406 4.66 


Year 


Depr Net 
Oper & Bet 


Amort ‘ Tox 


47.22 


—Common Share ($) Dato— 
Price 
Range 


11%- 6% 


Net 
income 


43.54 


+1973— 86.28 6 4.37 


12.35 


i971— 63.70 3.08 
57.72 3.13 


4 
0 
1973— 86.28 2 3.46 
0 
2 
1970-- é 
S211 3.13 


é 

1972 co ee 3.20 
8 
3 


—1262-—_ 


14%- 7% 


28% -12% j 
16%- 7% } 


‘PERTINENT BALANCE SHEET STATISTICS (Million $) 


—lnvestments— 
*Gross Control. Mkt 
Affil. Secs. 
875 112 
84.2 154 


Cosh inven 
tems _ tories 
16.4 33.6 


25.4 a5 


Dec. 31 
1974-- 
ti973—- 


Prop. 
100.4 
83.7 


ent co. to an operating co., consolidating Jones M 
ity profits 
& text) 


10 in 1969; incl. sec 
3 in ¢1973 tRestated comparability (see footnote | 


were $6.21 o sh. in 1974 & $1.44 in 1973 


Receiv- ——Curren 
ables 

23.8 

67 353 WA 

3 as originally reported; dato for each yr. prior to 1973 as taken from subsequent yr.'s Annual Report; in 1974 co. 


Debt 
34.03 
13.94 


Equity Com, Sh. 
19.50 
15,42 


Cop 
55.2 
18.2 


Assets Lb 
80.8 25.6 169.1 


130.0 


*Bosed on com. & com, sh. equivalents. "Bef 
pital expend. (in millions) were; $7.44 in 1974 & 
Note: Pro-formo earns. to reflect ccq. MSL Industries 


Fundamental Position 
Alleghany Corp. is regulated by the ICCas 
m r-carrier because of its Jones Motor 


c 
line of life insurance services of Investors 


{ 

Net Long ($) 
—Workg. Term Shrhidrs. Bk. Vol. | 
| 

i 
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ates of Investors Syndicate of America, a 


Syndicate Life urance and Annuity Com- | 


hough other inv interests 

y underwent a sub 

any that had the 

xe characterist 
, and holdings in 

Pacific 24 USM Corp. wer 
MSL is a diversified company enga¢g 
manufacture and di 
products used lar 
tu 


shares. At December 31, 1974, other mar- 
ketable securities owned by the company had 
a cost of $21.6 million, andan indicated mar- 
ket value of $23.6 million. 

t Diversified Services is ther 


Md. in 1929. Office— 
3. J. J. Burns, Jr RK 
nts—Chemxal Bank, NY 


_pany, and two contractual plans for purchase | 
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Ww nvestors Accumula- j 
tion Plan a 


nd gained membership | 
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estate complex 4 
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Finance 

In December, 1971 the company entered | 

into a $30 million seven-year standby- 
credit, term loan agreeme 


CAPITALIZATION 
TERM DEBT: $34,025,5 


ut 49%. 
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Fundamentel Position. 
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President of Alleghany is F.M.Kirby..F.M.Kirby is th 
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e Chairman;aA.P. 


controls _In.Div.Ser. A 


Lleghan 
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is a director, 
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the ICC as 
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has 
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The ICC in its 
f public invest- 
on,even for I,Div.& 


ti 


tly preh et A sree 
Hudson St., New York 
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tained trom sources believed to b 


+ bosed thereon ore 


Information has been 


pleteness. and thot of the opine 


INVESTO 


pa 


RANSMITTAL 


because 
t respons 2s the question 


iterstate Commerce a and the Federal 


therefore, expressly limited to the 


ineluctable conclusion th 


2 of protecting the interests 


irities laws, A ors 


Securitics Jay 


hi r set forth 
hich it considered es 


for dis- 


of that 


dn noral 


higo-ranking officia of TheTCc testified that 
surprise at the bankruptcy of the Penn Central 
a-report-collecting regulator who is forced t 
ion either does not read the reports he elicits 


them, apes not comprehend their impx rt. In either cs 


ne 


Tr, 
use, 
ip a positic n to protect the inte rests of public inves 

5 ly upon the accuracy of those reports. 

'An 1920, Congress gave the ICC the legislative o .uthority it requested 
to prohibit atte Eterstate railroad gy Rs Sidi from Shenc ling money, 
or incurring : ability, or acquiring property not in the operation of its 
railroad.’ Yet this is exactly what the Penn Centra} Kcilroad has 
done. Other major carriers, such as the-Chicago & Nor.hwestern 
Railroad, have followed suit. In spite of the clear le ative mandate 
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in 1920); -the if & 8 ‘sages it lacks 1€ very juris tion it requested 


stc Ts 


granted in the very nit was requested. 
ve found the ICC is a marvelous device 
though the T rol ook pm 
haaeee = AAS Te ial ory 


vongress hs na could prevent this 
e vasion, 1as once exerci sed this author The. iE tgest_ mutual 


“mot ul “*E a 12.5 percent ot} its asse i sted in. a Qeeves 
carrier. Twenty percent of its assets ere invested in the fourth la 


bank in t [t_also controls nea: lion in mutu; 
TUT - £ ANd OWNS & SLOCK DroKers CC has 


i rer”? thic camera’. “ a 
motor carrier,” this company exempt from 


this study. tha 
\ easoe 
d as outlined above s 
ptt on an equal footing with every 


nd manege money in the capital 
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C. ABUSIVE PRACTICES 


sstment Company Act specifically refers to the SEC 


» the many practices which were found to be adverse to 


the public interest and to the interest of investors. Among the prac- 
tices which the Act sought to eliminate or to mitigate were: 
1. inadequate, inaccurate or unclear disclosure with respect 
to the investment company and its securities; 
2. self-dealing by mavagement or its affiliates; 
3. issuance of securities upon inequitable or discriminatory 


terms;failure to protect 2 2 preferences 
Standing secur holders: . 

4. improper concentration of management control through 
pyramiding and other practices; irresponsible management; 

5. unsound or misleading accounti™ z ptactices which were not 
subject to adequate independent scruuny; 

6. reorganizations, changes in investment policies and transfer 
of control without shareholder consent; 

7. excessive borrowing and excessive issuance of senior secur- 
ities which unduly increased. the speculative character of the 
junior securities; and 

8. opere ‘on without adequate assets or reserves.® 


D. REMEDIAL PROVISIONS OF THE INVESTMENT COMPANY ACT 


The Investment Company Act has sought to protect investors 


against these abuses in the following respe 

. Responsible management.—The Act prohibits persons convicted 
within 10 years of a crime, or enjoined by a court, in connection with 
a security or financial fraud trom participating in management; 
provides for a certain amount of “independence” in the management; 
prohibits directors from serving unless elected by security holders 
subject to certain limited exceptions; outlaws provisions in the organ- 
izational instru s of investment companies that purport to ex- 
culpate the managem fer willful misfeasanc>. bad faith, gross 
negligence or reckless egard of duty; and_ makes embezzlemen 
investment company assets a Federal crime, 

2. Transacii with Mfanagement.—The Act prohibits affiliate 
persons and principal underwriters from selling property to, or purchas- 
ing or borrowing property from, an investment company. Any transac- 
tion involving self-dealing requires the investment company to apply 
to the SEC for an order exempting the proposed transaction and the 
SEC must find the trensaction meets the standards of fairness and 

} policy of the investment company and 
pstream loans are prohibited and remunera- 
tion to affiliated agents and brokers is limited. 

3. Inequitable Treatment of Security Holders —Investment companies 
may not issue securities for services or for property other than cash 
or securities. Stockholder approval is required before an investment 
company may alter its investment policy as set forth in its organiza- 
tional instruments. 

4. Unsound Structures and Securities.—The Act strictly curtails ex- 
cessive borrowing and top-heavy senior security structures which 
might give management disproportionate “@' Similar limitations 


® Section 1/b) 


ao 


vv 


apply to cross and civcular ownership, pyramiding, dividend restric- 
tions on new securities, and issuance of warrants. 

5. Disclosure and Accounting Practices —A_detailed registration 
statement must be filed containing the same information and docu- 


_ments required under the Securities / Securities 


ind_certain other information peculier to Investment companies. 
Annual, semi-annual and quarterly reports must be filed with the SEC, 
Investors must be furnished semi-annual reports, and the source of 
dividend payments must be disclosed. The SEC has promulgated 


detailed rules and regulations concerning financial statements, main- 
tenance of books and records and proxy solicitations 


E. EXEMPTION FOR ICC CARRIERS 


The holding company was an especially utile device for conducting 
railroad operations because it permitted retention of legislative 
grants of rights of way." It was also particularly attractive to the 


“investment banking community because it facilitated acquisition of 


control over railroading enterprises, permitted conc: alment of self- 
dealing and generated incredible amounts of paper wealth wholly 
unrelated to the undeglying value of the railroad’s assets and earnings.” 
Of course, once the holding company was created it was a logical 
progression to advance from holding securities of railroads for purposes 
of integrating their operations to holding securities of non-railroad 
companies solely for purposes of investment. 

So long as railroad holding companies limited their operations to 
railroading, there seemed to be no need for including them within 
the Investment Company Act. After all, the ICC had asserted in 1913 
that if it were given jurisdiction to regulate’ securities issuances of 
carriers it could put a stop tothe then current process of railroads 
engaging in non-rail business.** That jurisdiction, which was granted 
in 1920, together with the Emergency Railroad Transportation Act 
of 1933 subjecting railroad holding companies to ICC regulation, were 
assumed to be adequate protection against ICC-regulated carriers 
actively engaging in the investment company business.*% 

It was against this background that Section 3(c)(9) of the Invest- 


ommerce Act, or any company whose entire outstan 


capital stock is owned or controlled by Such a company. 
The latter half of this exemption carries the further proviso— 


That the assets of the controlled company -consist sub- 
stantially of securities issued by companies which are subject 
to regulation under the Interstate Commerce Act. 


This-provi ticularly significan 


ursuant to another provision of the Act.*° The 


s, in many cases, might have reverted to the grantor government upon 8 railroad’s acquist- 
1erger into s larger railroad 
tory of ICC Regulation of Secu 


B16 (1913) 
. 1959 Before @ Subcommittee of the House Committee on 
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proviso makes 


comns 


f company had public stockholders. EF ion of the limiting proviso of 
I 


the section has been readily accomplished bv obt ning an order 


from_the declaring ths he investment company itsell is a 
carrier rat : I ly ad Or ; carrier 
f 


les inch 


of regulated transportation companies.” Thus, the action of the ICC 
in declaring an investment company to be a carrier, there ry CRON 
uthat company from 5 remit atte n and protection, at the sil 

it itsel? admits it lac uate regulatory control is indefe 


against investors and the public r ssertion by 


include the inherent 
powe h issuances upon the Tier’s submission to 
standards imposed by law jn -s ne of the Federal securities laws.™ 
She ICC does not so much lack jurisdiction as the imagination to 
rt ort its nhe rent Congressionally dek cated powers 


F. EXEMPT CARRIER INVESTMENT COMPANIES 
. 
tr. Pennsylrania Company 


The Penn Central Company is t 
company which owned 1 


Central T sportation Company, the railroad oy 


icly-held parent holding 


0 per cent « 1¢ outstanding shares of Penn 


Ther j ur en 100 per cent of the 
Penn 

. 

Com 


stafi’s study of » Penn Central complex was. the ical 
of the Investn veny Act of 1940 to the Penns) ia Com- 
pany. The Pennsylvania Company had been suer which in April 
1970 proposed to issue $100 million in sinking fund debentures.“ In 
its preliminary prospectus, the company (which referred to itself as 
Pennco) made the following representations: 


Pennco operates as an investment company, with its prin- 
cipal interests in companies not directly related to the 
railroad operations of the Penn Central system * * * % 

From 1963 through 1968 Pennco s cantly incréased its 
holdings of nomrailroad securities * * * Penn Central 
which controls Pennco, has recently made and expects to 
continue to make investments in non-railroad securities.* 

¥ Rail Services Legislation" before the House Committee on Interstate and Foreign 
et ecg. (19 


irity issue upon a carri 
Fir » ket 3 
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Pennco operates as an investment company. On December 
31, 1969, the book value of total assets of the Company was 
$598.9 million, of which investments represented by stocks, 
bonds and other indebtedness amounted to $570.6 million 
(95.3 per cent of total assets). Of this $570.6 million, stocks 
and bonds were $548.0 million (91.5 per cent of total assets).” 


These and other representations by the company, including testi- 
mony before the House Committee on Interstate and Foreign Com- 
merce, made it abundantly clear that the Pennsylvania Company was 
convinced it was.an investment company, not an operating railroad. 
Section 3(a)(1) of the Investment Company Act of 1940 defines an 
“investment company” to mean any company which “is or holds 
itself out as being engaged primarily, or oposes to engage priinarily, 
in the business of investing, reinvesting, or trading in securities.” 

It was against this background that on July 1, 1970 Chairman 
Staggers solicited from the Chairman of the SEC an opinion: 


Whether the Pennsylvania Company may be an “invest- 
ment company” within the meaning of Section 3(a)(1) of 
the Investment Company Act and, if so, whether it should 


be so registered with your Commission. 


On July 15, 1970, Chairman Budge advised the Subcommittee that: 


It is the staff’s tentative view based on the limited infor- 
mation presently available to us and set forth in the Pre- 
liminary Circular that there is a question as to whether the 
Pennsylvania Company is an investment company within 
the meaning of the Act 


Thereafter, on September 16, 
, -— 2 _- 


to rely on the exclusion-provided by Sect c) (9) of the 
nvestment Company Act for Ww ¢Ompane Ssubjéct to regu- 
lation under the Interstate Commerce Act. 


During the course of its analysis, the SEC had determined thet 2S 
of July 1, 1970 approximately 45.8 percent of the Pennsylvania 
Company’s investments were in investment securities, That fact 
alone, without regard to the company’s representations, would have 
raised an issue of the applicability of the Act. 
the, Act. was found to be not applicable because. the ICC in 1942 
hud ordered the Company to be considered a carrier subject. to .the 
provisions of Sections 20 and 20a of the Interstate-Gommerce, Act.” 
This order was specifically based on thi company’s control of th 
Wabash Railroad Company. In March of 1970, the Pennsylvania 
Company disposed of its controlling position in the Wabash Railroad. 
Despite this action, the company remained exempt from the Invest- 
ment Company Act because the terms of the 1942 order expressly 
provided that: 
*** unless and until otherwise ordered by this Commis- 
sion, said Pennsylvania Company shall be considered as a 
carrier subject to the provisions of Section 20(1) to (10), 


datp.8 «heb ine ve 
abash Railroad Company Control, 247 1.C.C. 365, 252 1.C.C. 319, 


_that it appears thai Pennsylvania Company is able “r-* 


inclusive, and Section 2 11 
state Commerce Act 
The ICC has not “otherwise ordered 
If the Investment Company Act had been determined to be ipplica- 
ble to the Pennsylvania Company, all of the following | ; 
the Act would have been specifically violated 
1. transactions between affiliates without the prior approval of 


, Inclusive, of the Inter- 


wohibitions of 


the SEC, especially transactions involving the transfer of assets 

2. excessive Management compensation; 

3. improper allocation of expenses between parent and sub- 
sidiary company; 

4. loans to a parent holding company by a subsidiary 

5. guaranty by a subsidiary of loans made to the parent hold- 
ing company vy a third party: 

6. sale of securities without prior approval of the SEC 

7. issue of senior securitics such as preferred stock; and 

8. issue of excessive debt. 

Needless to say, each and every one of these prohibitions was vio- 
lated, but the activity was not unlawful because the Investment 
Company Act was determined to be not applicable. The Investment 
Company Act was passed to prevent exactiy the abuses witnessed it 
the Penn Central situation. In retrospect, it must be concluded that 
the regulation of the ICC has been woefully inadequate with conse- 


__quent injury to investors and to the traveling public. _ 


2. Alleghany Corporation 


other single instance, the Alleghany Corporation 


highlights the “overlapping and underlapping” of jurisdiction over 
investment companies under the Investment Company Act of 1940 
and the Interstate Commerce Act/Betwe i 
vigor fully sought to extend its regu 


1956 a 


Puls 


ration. xemption provided by Sect Bic) dt 
are IOC i oa . . 

the. ih ds arrier etiectively arte; 

in is endeavors. After the Supreme Court had determined that 

eghsny should not be subjected to the conflicting jurisdiction of 
two regulatory agencies and that the statutory jurisdiction of the ICC 
appeared paramount, legislatidii was proposed to close the loophole 
n appearing to oppose this legislation, counsel for Alleghany argued 
that the proposed legislation was, in effect, a bill of attainder because 
Alleghany was the only company which wouid be affected. Whether 


or not such was the case in 1959, there are enough companies besides 


Alleghany presently relying on Section 3(c Q warrant 


Alleghany was incorporated on January 26, 1929. It became one of 


the first companies to register with the SEC under the Investment 
Company Act of 1940 and it continued to be subject to the Act until 


of the Wabash could 


Jetroit, Toledo & Ironton 


ection" before the Specia 


cand Foreig mmerce, dist ( 


rporation, which was represented on the Board of Director 
t t Par 


aequisition in 1458 of . ick Lines. 


October 4, 1945. At that time, the SEC terminated Alleghany’s 
registration as an investment company because as a result of its acqui- 
sition of control of Chesapeake and Ohio Railway Compeny it “had 
be ome $s! b ect to reg\ lation i der the Interstate Commerce Act end _ 
had thus ceased to be an investment company by reason of Sex 
3(c)(9) of the Act which excludes from the definition of investment 
company any company subject to regulation under the Interstate _ 


Commerce Act.” 


At that time, 86 percent of Alleghuny’s total assets of $83 million 
were invested in securiti carriers and only about 5 percent- in 
securities of non-carrier issuers 
_Jn_ 1949, Alleghany acquired control s Diversified Sery- 
ices, which 1s now the largest mutual fund complex in the United 
States with assets in excess of $6 billion. In 1955, Alleghany acquired 
control of the New York Central Railroad but continued its policy of 
investing in non-ICC regulated securities so that by 1959 only 22 
percent of its assets were invested in carriers. This poliey, interestingly 
enough, hi. luded a significant investment in Manufacturers 
Hanover Trust Co. 

Following the completion of the Penn Central merger on February 1, 
1968, Alleghany and its related interests constituted the single largest 
block of stockholdings in Penn Central's common stock.'” Thereafter, 
Alleghany a ed it continued to hold carrier status until that status 
was revoked the ICC and, therefore, it considered itself excluded 
from the d: ir ition of an investment company by reason of Section 
3(c)(9). Rec _nizing, however, it was no longer in control of a carrier, 
Alleghany registered with the SEC as an investment company on 
April 10, 1968. It stated in its registration statement that it was 
registering under the Act to eliminate any uncertainty that might 
exist as to its status as a company subject to regulation under the 
Interstate Commerce Act and to eliminate any possibility of liability 
for doi I usiness a5 an unregi 

Alle > then embarked 1 
remove company Irom u I f 

) wAct, On September 4, 1968, Alleghany entered into an agree- 
ment whereby it_bought virtually all of the outstanding stock of 
Jones Motor Co., Inc., a motor carrier subject to JCC regulation. 

ecause the transaction required ICC approval, all the shares of 
Jones purchased by Alleghany were deposited in a voting trust with 
Marine Midland Grace Trust Co. of New York as “independent 
voting trustee.”’ 

In registering with the SEC, Alleghany had disclosed its intention 
to assum motor Carrier status, but did not solicit and receive stock- 
holder zpproval until April 25, 1969 Thus, approval was obtained 
only after Alleghany hau already made its investment. Certainly, a 
question of effective stockholder approval is raised in view of the 
SEC’s position in The Equit: Corporation.’ } 

On January 27, 1570 the ICC suthdrize leg to acquire 
Jones and the transactica was consummated on April 30, 1970. The 
ICC found that Alleghany’s acquisition of control had clearly violated 

~ Section 5(4) of the Interstate Commerce Act bu nevertheless, 


Dut, 
found the acquisition to be ‘in the public interest.”” z 


As in several other 
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similar situations, the ICC chose to overlook action by a carrier v 

might reasonably have b mstrued to be at least a misdemes 
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v_328.8 million. On a consolidated basis 
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er the regulatory 
udo-reg nation of the i A : = 


_cost Alleghany approximat« 
this represented approximately 12.5 
was sufficient to permit Allegheny to slip from 1 
controls of the SEC and fall with in the ps 


VIL. Oruer Matrers Arrectine Lnvestor Security 


In analyzing the adequacy of jnvestor protections, as viewed by 
the ICC, the staff has concluded that because of their potential for 
injury to the public interest, certain other matters should properly 
be the subject of separate and more detailed study.-Those matters 
include: 

1,, CONGLOMERATES 


In March, 1969 the staff of the ICC submitted to the Commission 
detailed studies of the conglomerate merger activity within the rail 
and motor carrier industries. Among other things, the staff pointed 


to the Commission’s power inherent ip Section 20a asa potent means 
1 f 
‘ , o : 


for-controlling what w becoming 2 rapid! ro 
OF controning wha 


diversification us regard, th ff raised the point that 
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that reflects the true utilization of assets and the actual ¢ mployment 
of stockholders’ equity iv needed 


2. COMMODITIES CLAUSE 


Pursuant to Section 1(8) of the Interstate Commerce Act, it is 
unlawful for a railroad to ship in interstate commerce 


any article or commodity * * * manufactured, mined, or 
produced by it, or under its autuority, or which it may own 
in whole or in part, or in which it may have any interest, 
direct or indirect, except such articles or commodities as 
may be necessary and intended for its use in the conduct 
of business as a comraon carrier. 


In the case of @ conglomerate holding com many with a 
subsidiaxy which also controls a manufacturing subsidiary, a serious 
question arises 23, to the applicability of the “commodities clause.” 
Thus, for example; Northwest Industries has significant affiliated 
interests in the chemical. and wearing apparel industries. Whether 
those affiliates actually ship by the Chicago and Northwestern 
Railway is not presently known. While the enforcibility of the pro- 
hibition is subject to some doubt, the increasing role of conglomerates 
within the carrier industry, both rail and motor, requires a current 
overall analysis of the commodities clause with a view to possible 
legislative changes. 


3. RATIFICATION OF IULEGAL ACTS 


unreasona ncumbered the carri 
hound sor 


mission itself observ: 


rs ratir 1 it. Grex 


ht ratification of the completed stion. As the Com- 


Greyhound Lines * * * finds itself in a situation where its 
working capita! is-depleted by advances to affiliates, and its 
bus equipment encumbered essentially for the purpose of 
permitting applicant to expand at a greater rate into non- 
carrier investments. We find this situation not to be in the 
interest of Greyhound Lines, since it could in a financia! 
squeeze seriously impair the carrier’s ability to perform its 
service, and for other reasons as well, including good finan- 
cial practice, is not consistent with the public interest. 
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The ~etuctance of the agency to set aside a questionab e Leph peee ym 
decision if the transaction has been completed and only rathee 


